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The situation.

Importance to members.

Recently, the Auditing Standards
Board (ASB) issued a new State
ment on Auditing Standards, or “SAS”
— Consideration of Fraud in a
Financial Statement Audit. The
new SAS uses the term “fraud” for
the first time in describing the
auditor’s responsibility to ensure
that financial statements are free
of material misstatements.
The AICPA’s effort regarding the
detection of fraud in financial state
ments began with an AICPA Board of
Directors’ policy statement, Meeting
the Financial Reporting Needs of the
Future:A Public Commitment From
the Public Accounting Profession and
the Public Oversight Board’s recom
mendations in its report, In the Public
Interest. After substantial deliberation,
the ASB concluded that issuing a new
standard was crucial.

The new standard does not alter the
auditor’s basic “detection responsibil
ity,” but clarifies and strengthens his or
her ability to fulfill that duty and estab
lishes performance standards. It does
so by offering expanded operational
guidance on how to consider material
fraud in conducting a financial state
ment audit. For example, the new SAS
spells out the different types of fraud
and requires the auditor to assess
specifically the risk of material fraud
in every audit. The new standard also
delineates separate categories of risk
factors for fraudulent financial report
ing, or management fraud, versus mis
appropriation of assets, or theft, that
require auditor consideration.The SAS
also offers procedural guidance on
and examples of how the auditor can
continued on page 6
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What is Fraud?
Although a broad legal concept, the auditor’s interest specifically relates to
fraudulent acts that cause a misstatement of financial statements. Two types
of fraud relevant to the auditor’s consideration in an audit are misstatements
arising from fraudulent financial reporting and misappropriations of assets. The
factor that distinguishes fraud from error is whether the action that results in
the misstatement is intentional or unintentional. Auditors now have an auditing
standard, SAS No. 82, to “back them up” when they detect fraud in a financial
statement.

Results of the TNN Survey
Joanne Lindstrom and Carmela Chinnici

In November, the Communications Implementation
Team distributed a survey to Team AICPA to obtain
their opinion on TNN and the team-based environ
ment. A total of 277 employees responded to the
survey (a 41% response rate). However, even though

the survey was designed to elicit responses from both
readers and non-readers of TNN, non-readers did not
respond to the survey. Thus, the following results
reflect only the view of employees who read TNN,
even if only seldom.(Percentages may not total 100%
due to rounding.)

Profile of respondents.

Respondents by Job Title

Overall Participation on Cross-Functional Teams

Readership and Publication Frequency
The majority of respondents say they “always” read
TNN, that they normally read it “cover to cover” or
“most of it,” and that the frequency of publication of
TNN is “about right.” Grouping responses by job title
shows that are managers/administrators/supervisors,
coordinators/secretaries/administrative assistants, and
longer-tenured employees are most inclined to say
they “always” read TNN “cover to cover.”
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Length of Employment at the AICPA

Current Participation on
Cross-Functional Teams

Frequency of Reading TNN
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Amount of TNN Normally Read

Frequency of Publication

Overall view of TNN.
Most respondents rated TNN “good” on quality of con
tent, design, and writing, and on the relevance of arti
cle topics. However, with the exception of quality of
writing, president/VPs/directors and employees who
are current members of a cross-functional team (mem
ber segment, implementation, or PIP team) are more
inclined to give TNN a “fair” rating on these attributes.
In examining the written responses to the TNN
survey, several common themes were evident. Gener
ally, most respondents feel that TNN an very informa
tive tool that serves as a useful reference on what’s
going on in the AICPA and how to work best in a team

environment. Again and again, the critical need for
information and communications, and the role that
TNN plays in attempting to fill this need, was
expressed in many responses. In addition, many
respondents appreciated the concept behind TNN
and commented on the conciseness and reader
friendly tone of the articles.
When asked what was liked least about TNN, two
reoccurring issues were predominant. One was the
need to change the format to make it larger and easier
to read. The other was to do less propagandizing and
focus on real concerns of team members.

Rating of TNN on Various Attributes

Rating
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Usefulness of article topics.
When presented with a list of ten current or planned
TNN article topics and asked to indicate the degree to
which such information is or would be useful to them
as members of Team AICPA, more than three-fourths of
survey respondents indicated at least “somewhat use
ful” for each of the topics listed. When asked about
the amount of coverage given to each topic so far,
about half of the respondents, on average, said “about
right.” However, generally two out of five respondents
feel that TNN does not devote enough coverage to
“issues facing the CPA profession,”“activities of day- to
day work teams,” or “other companies’ experiences in a
team-based environment.”
Current members of cross-functional teams, newer
employees, and president/VPs/directors are more apt
than other respondents to say that topics such as
“other companies’ experiences in a team-based envi
ronment” and “issues facing the CPA profession” are

“very useful” to them. Those on cross-functional teams
are also most inclined to say the same for “activities of
implementation teams” and the “PIP process.” On the
other hand, employees on cross-functional teams, as
well as managers/administrators/supervisors, are more
likely to say that the “AICPA’s Mission Statement” and
the “AICPA’s Values & Visions Statement” are “not at all
useful” to them.
Employees on cross-functional teams and presi
dent/VPs/directors are more apt than others to say
that TNN does not devote enough coverage to most
of the topics listed. In addition, while president/VPs/
directors are more inclined to say that “too much”
coverage is devoted to topics such as activities of
member segment and implementation teams, they
were divided between “too much” and “not enough”
on two topics: “working effectively in a team-based
environment” and “other companies’ experiences in
a team-based environment.”

Usefulness of/Amount of Coverage Devoted to Topics in TNN
Usefulness of Topic
Very
Useful

Amount of Coverage Is...

Somewhat
Not At
Useful
All Useful

Too
Much

Not
Enough

About
Right

No
Opinion

Issues Affecting the CPA Profession

46

40

14

5

42

34

20

Activities of Implementation Teams

43

49

7

9

22

57

11

The AICPA’s Critical Business Issues

43

44

14

7

30

44

18

Working Effectively in a
Team-Based Environment

41

48

12

16

25

47

12

Activities of Day-to-Day Work Teams

40

51

9

7

38

44

12

Other Companies’ Experiences in a
Team-Based Environment

36

44

21

9

38

33

21

PIP Process

32

54

14

12

25

48

15

Activities of Member Segment Teams

30

61

9

15

15

59

11

The AICPA’s Values & Visions Statement 20

59

21

16

9

57

19

The AICPA’s Mission Statement

58

23

16

7

59

19

19

Agreement/disagreement with statements
about TNN and AICPA’s transition to a
team-based environment.
Survey respondents were asked to indicate their agreement/disagreement with four general statements about
TNN and the AICPA’s transition to a team-based envi
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ronment. The solid majority agreed at least moderately
with each of the statements listed. Moreover, two out
of five “strongly agree” that the AICPA’s transition to a
team-based environment will, in the long-run, benefit
them and our members. Employees on cross-func
tional teams and president/VPs/directors are most apt

Results of the TNN Survey...
to disagree with the statements about TNN. On the
other hand, employees who are not on a cross- func
tional team are more likely than those who are to
agree with the statement that “AICPA’s transition to a
team-based environment will, in the long run, benefit

continued

me as a member of Team AICPA.” Newer employees,
president/VPs/directors and coordinators/secretaries/
administrative assistants are most apt to “strongly
agree” that our transition to a team environment will
benefit our members in the long run.

Strongly
Agree

Moderately Moderately Strongly Don’t know/
Agree
Disagree
Disagree No opinion

The AICPA’s transition to a team-based environment will,
in the long run, benefit our members.

42

35

5

4

15

The AICPA’s transition to a team-based environment will,
in the long run, benefit me as a member of Team AICPA.

40

35

5

6

15

Overall, TNN effectively communicates information and issues
about the team environment.

20

60

9

6

5

The articles and features in TNN are useful in helping me to
understand the Institute’s transition to a team-based environment.

20

51

18

6

4

Changes seen.
Employees responding to the survey were also asked
whether they’ve seen any changes in the operations of
their day-to-day work team since the transition to a
team environment and if so, whether the changes
were positive or negative.

Changes Seen in Operations of Day-to-Day
Work Teams Since the Transition

Those on cross-functional teams and president/VPs/
directors and managers/administrators/supervisors
were more apt than others to say they have seen
negative changes, while those not on cross-functional
teams were more apt to say they have seen no
changes.
The survey also asked respondents to elaborate
on the changes brought about by the new team-based
environment. Most respondents feel that there is more

sharing of information among team members, as well
as frequent communications, increased cooperation
and more interaction between teams. Another com
mon thread in response to this question was that staff
feels more enthusiastic about their jobs and that the
team concept helps to foster a sense of ownership for
the job.
On the downside, respondents feel that they are
expected to do more with less and are working
extra hours due to attending team meetings and
having less time to get the work done. Other neg
atives noted were the difficulty of reaching consensus
during team meetings, management not buying into
the team concept, and a sense of frustration with
those employees who resist change.
Generally, however, most of the respondents feel
that the changes in operations of day-to-day work
teams due to the new team environment were both
positive and negative. Although they feel the work
load has increased, many people are optimistic
about the team environment in that there’s more
opportunity to learn and grow in their jobs and
have their voices heard.
Below is a sampling of comments from the
survey—as written.
“There is a freedom to try new ideas, to take risks,
to search for the most workable option instead of
using the only one you won’t get reprimanded for.”
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issue alert:

Fraud...

respond to the presence of fraud
risk factors.
Additionally, the new standard
reaffirms the requirement that the
auditor communicate known
instances of fraud to appropriate
levels of management, the audit
committee and, under certain cir
cumstances, legislators. It also
reminds auditors of their statutory
obligation to report certain illegal
acts under Title III of The Private
Securities Litigation Reform Act of
1995 (commonly referred to as
the “Wyden proposal”).
The new SAS will become
effective for audits of financial
statements for periods ending on
or after December 15,1997. It will
supersede SAS No. 53 — The Aud

continued
itor’s Responsibility to Detect and
Report Errors and Irregularities.

Core issues.
Some core professional issues that
the new SAS addresses include:
• The auditor’s detection respon
sibility for financial statement
fraud
• Substantive guidance on how
the auditor responds to the
results of the fraud risk assess
ment

• The identification of separate
risk factors for fraudulent finan
cial reporting versus misappro
priation of assets
• The role of internal control in
assessing the risk of material
fraud for fraudulent financial
reporting and for misappro
priation of assets

Results of the TNN Survey...
"All AICPA team members have the opportunity to
contribute articles [to TNN]. It should be the ‘employ
ees’ communication vehicle at all levels—exempt,
non-exempt, and senior management. Make us all
one—eliminate the ‘us versus them’mentality.”
“I believe TNN does not address some of the real
concerns of team members, i.e., how some manage
ment talks ‘teams’but hasn’t made the change to
view peers or subordinates as equals.”
“There’s a greater information flow between team
members. Also, for myself I feel that my opinions
count more and I can step over my secretarial
boundaries and do more for our members.”

“We are all more enthusiastic about our jobs.
Empowerment is a driving force for enthusiasm.”

“Slowly but surely co-workers are beginning to
understand that not working as a team is disrup
tive to the work environment.You must give and
receive information in order to function and to do
this is in no way a threat to your position in any
way.”

Team Network News

• The documentation the ASB
considers necessary to drive the
auditor’s performance in meet
ing the detection responsibility

Committee involved.
The ASB is a standing AICPA com
mittee, whose objective is to pro
mulgate auditing standards and
procedures to be observed by
members of the AICPA in accor
dance with the Institute’s rules
of conduct.The ASB is chaired
by Edmund R. Noonan of KPMG
Peat Marwick LLP in New York.
The AICPA professional support
ing the ASB is Thomas Ray. The
AICPA staff contact for SAS No. 82
is Jane Mancino.
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“Some people are not cooperating and will only do
what they used to do. They refuse to learn new
skills. This puts a burden on other team members.”

“Considerable time commitments necessary for team
effort; however, day to day responsibilities are also
continuing to grow.”
“Both [positive and negative changes]. Some people
have captured the team spirit and work hand-inhand and help each other regardless of title or
responsi
bility. Others are not pulling their weight and are
counterproductive to the process.”
“I believe in the team environment and go out my
way to work with people. I expect the same in
return, however, I don’t see it happening. Team
environment can work if everyone is open to it
and doesn’t resist change.”

“There is greater opportunity to interact with other
staff members and as a result, it has broadened my
view of AICPA.’’
Thanks to all who participated in the survey!

is written and edited by a cross-functional team. Decisions regarding this publication arc made collectively by members
of the Communications Implementation Team. Co-Leaders—-Joanne Lindstrom, Rich Peden Co-Editors—Carmela Chinnici, Edward Rose
Contributors—RoseAnn Beni, Irene Cohen, Krissy Korte, Ray Lipay, Kim Shapiro, and Louise Williamson.
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